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APPENDIX A TO PART T702—GROSS-UP AP-
PROACH, AND LOOK-THROUGH APPROACHES

AUTHORITY: 12 U.S.C. 1766(a), 1790d.

SOURCE: 656 FR 8584, Feb. 18, 2000, unless
otherwise noted.

§702.1 Authority, purpose, scope and
other supervisory authority.

(a) Authority. Subparts A, B and C of
this part and subpart L of part 747 of
this chapter are issued by the National
Credit Union Administration pursuant
to section 216 of the Federal Credit
Union Act (FCUA), 12 U.S.C. 17904 (sec-
tion 1790d), as added by section 301 of
the Credit Union Membership Access
Act, Pub. L. No. 105-219, 112 Stat. 913
(1998). Subpart D of this part is issued
pursuant to FCUA section 120, 12 U.S.C.
1766.

(b) Purpose. The express purpose of
prompt corrective action under section
1790d is to resolve the problems of fed-
erally-insured credit unions at the
least possible long-term loss to the Na-
tional Credit Union Share Insurance
Fund. This part carries out the purpose
of prompt corrective action by estab-
lishing a framework of mandatory and
discretionary supervisory actions, ap-
plicable according to a credit union’s
net worth ratio, designed primarily to
restore and improve the net worth of
federally-insured credit unions.

(c) Scope. This part implements the
provisions of section 1790d as they
apply to federally-insured credit
unions, whether federally- or state-
chartered; to such credit unions de-
fined as ‘‘new” pursuant to section
1790d(b)(2); and to such credit unions
defined as ‘‘complex’ pursuant to sec-
tion 1790d(d). Certain of these provi-
sions also apply to officers and direc-
tors of federally-insured credit unions.
This part does not apply to corporate
credit unions. Procedures for issuing,
reviewing and enforcing orders and di-
rectives issued under this part are set
forth in subpart L of part 747 of this
chapter, 12 CFR 747.2001 et seq.

(d) Other supervisory authority. Nei-
ther §1790d nor this part in any way
limits the authority of the NCUA
Board or appropriate State official
under any other provision of law to
take additional supervisory actions to
address unsafe or unsound practices or
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conditions, or violations of applicable
law or regulations. Action taken under
this part may be taken independently
of, in conjunction with, or in addition
to any other enforcement action avail-
able to the NCUA Board or appropriate
State official, including issuance of
cease and desist orders, orders of prohi-
bition, suspension and removal, or as-
sessment of civil money penalties, or
any other actions authorized by law.

EFFECTIVE DATE NOTE: At 80 FR 66706, Oct.
29, 2015, §702.1 was revised, effective January
1, 2019. For the convenience of the user, the
revised text is set forth as follows:

§702.1 Authority, purpose, scope, and other
supervisory authority.

(a) Authority. Subparts A and B of this part
and subpart L of part 747 of this chapter are
issued by the National Credit Union Admin-
istration (NCUA) pursuant to sections 120
and 216 of the Federal Credit Union Act
(FCUA), 12 U.S.C. 1776 and 1790d (section
1790d), as revised by section 301 of the Credit
Union Membership Access Act, Public Law
105-219, 112 Stat. 913 (1998).

(b) Purpose. The express purpose of prompt
corrective action under section 1790d is to re-
solve the problems of federally insured credit
unions at the least possible long-term loss to
the National Credit Union Share Insurance
Fund. Subparts A and B of this part carry
out the purpose of prompt corrective action
by establishing a framework of minimum
capital requirements, and mandatory and
discretionary supervisory actions applicable
according to a credit union’s capital classi-
fication, designed primarily to restore and
improve the capital adequacy of federally in-
sured credit unions.

(c) Scope. Subparts A and B of this part im-
plement the provisions of section 1790d as
they apply to federally insured credit unions,
whether federally- or state-chartered; to
such credit unions defined as ‘‘new’ pursu-
ant to section 1790d(b)(2); and to such credit
unions defined as ‘‘complex’’ pursuant to sec-
tion 1790d(d). Certain of these provisions also
apply to officers and directors of federally
insured credit unions. Subpart C applies cap-
ital planning and stress testing to credit
unions with $10 billion or more in total as-
sets. This part does not apply to corporate
credit unions. Unless otherwise provided,
procedures for issuing, reviewing and enforc-
ing orders and directives issued under this
part are set forth in subpart L of part 747 of
this chapter.

(d) Other supervisory authority. Neither sec-
tion 1790d nor this part in any way limits the
authority of the NCUA Board or appropriate
state official under any other provision of
law to take additional supervisory actions to
address unsafe or unsound practices or condi-

§702.2

tions, or violations of applicable law or regu-
lations. Action taken under this part may be
taken independently of, in conjunction with,
or in addition to any other enforcement ac-
tion available to the NCUA Board or appro-
priate state official, including issuance of
cease and desist orders, orders of prohibition,
suspension and removal, or assessment of
civil money penalties, or any other actions
authorized by law.

§702.2 Definitions.

Except as provided below, the terms
used in this part have the same mean-
ings as set forth in FCUA sections 101
and 216, 12 U.S.C. 1752, 1790d.

(a) Appropriate Regional Director
means the director of the NCUA Re-
gional Office having jurisdiction over
federally insured credit unions in the
state where the affected credit union is
principally located or, for credit unions
with $10 billion or more in assets, the
Director of the Office of National Ex-
aminations and Supervision.

(b) Appropriate State official means
the commission, board or other super-
visory authority having jurisdiction
over credit unions chartered by the
State which chartered the affected
credit union.

(c) Credit union means a federally-in-
sured, natural person credit union,
whether federally- or State-chartered,
as defined by 12 U.S.C. 1752(6).

(d) CUSO means a credit union serv-
ice organization as described in 12 CFR
712 et seq. for federally-chartered credit
unions, and as defined under State law
for State-chartered credit unions.

(e) NCUSIF means the National Cred-
it Union Share Insurance Fund as de-
fined by 12 U.S.C. 1783.

(f) Net Worth means (1) The retained
earnings balance of the credit union at
quarter-end as determined under gen-
erally accepted accounting principles,
subject to paragraph (f)(3) of this sec-
tion. Retained earnings consists of un-
divided earnings, regular reserves, and
any other appropriations designated by
management or regulatory authorities;

(2) For a low income-designated cred-
it union, net worth also includes sec-
ondary capital accounts that are unin-
sured and subordinate to all other
claims, including claims of creditors,
shareholders and the NCUSIF'; and
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